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TO:  IFAC BOARD 

FROM: SYLVIE VOGHEL 
CHAIR, SMALL AND MEDIUM PRACTICES (SMP) COMMITTEE 

SUBJECT: SMP COMMITTEE REPORT  
 

Section 1 Report Overview 
1.1 This report covers the period since the last IFAC Board meeting. The report focuses on 

the execution of our Strategic and Operational Plan for 2009-2012. This plan adopts a 
two-pronged strategy of: inputting to international standard-setting, helping to ensure the 
relevance and proportionality of these standards to SMPs and small- and medium-sized 
entities (SMEs); and providing practical support to help SMPs efficiently implement 
IFAC standards, proficiently manage their practice and remain competitive and client-
focused.  

Section 2 Meeting Updates 
2.1 The SMP Committee has met not met since the last IFAC Board meeting. Its next 

meeting will be on January 29-30, 2008 in Berlin, Germany.  

Section 3 Significant Project Status/Updates 
Input to IAASB Standard Setting 

3.1 The committee continues to devote a large proportion of its time and resources to 
providing input to the International Auditing and Assurance Standards Board’s (IAASB) 
standard-setting process with the goal of ensuring that issues of importance to SMPs and 
SMEs are reflected in their standards. The committee’s input supports the IFAC policy 
position, A Single Set of Auditing Standards – Implications for Audits of Small- and 
Medium-Sized Entities.1 

3.2 The committee actively participated in the consultation exercise that culminated in the 
publication of the IAASB Strategy and Work Program, 2009-2011. The committee is 
pleased to see a strong emphasis on SMEs and looks forward to helping the IAASB 
execute its strategy.  

3.3 Since the last IFAC Board meeting the committee has submitted four comment letters to 
the IAASB as follows: 

• ISA 265, Communicating Deficiencies in Internal Control; 

• ISA 610, Using the Work of Internal Auditors; 

• Clarity – Implementation Support; and 

• Post- Implementation Effectiveness Reviews. 

In addition, the committee submitted a detailed response to the consultation paper, 
Matters to Consider in a Revision of ISRE 2400, Engagements to Review Financial 
Statements.2 

                                                 
1 See http://www.ifac.org/MediaCenter/?q=node/view/592  
2  See http://www.ifac.org/MediaCenter/?q=node/view/590  
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3.4 As well as inputting via comment letters, the committee also has representation on one 
ISA project task force and is represented at all IAASB Consultative Advisory Group 
(CAG) meetings.  

Input to IASB Standard Setting 

3.5 The committee continues to closely monitor the International Accounting Standards 
Board’s (IASB) project to develop the International Financial Reporting Standard (IFRS) 
for Private Entities.3 Since May 2008, the IASB staff has been presenting their 
recommendations for changes to the Exposure Draft (ED) to the board, based on their 
analysis of the 162 comment letters and of the field test results of 115 SMEs. The board 
is close to completing its re-deliberation of the proposals in the ED and plans to publish 
the final standard in the first quarter of 2009. It looks likely that the final standard will be 
simpler than the ED.  

3.6 The task of implementing the final standard will be considerable. Accordingly, the 
International Accounting Standards Committee (IASC) Foundation is developing training 
materials to support its implementation.4 The materials will be made available free of 
charge to anyone that wishes to make use of them. IFAC is considering supporting 
regional organizations and others in the delivery of regional training workshops in late 
2009 / early 2010.  

Micro-Entity Financial Reporting Research Project 

3.7 As part of its ongoing project on micro-entity financial reporting the SMP Committee 
published the information paper, Micro-Entity Financial Reporting: Some Empirical 
Evidence on the Perspectives of Preparers and Users in January 2008.5 This paper 
suggests that the IFRS for SMEs ED will not be suitable for micro entities. The 
committee will consider its next steps once the IFRS for Private Entities is finalized.   

Input to IESBA Standard Setting 

3.8 The SMP Committee continues to closely follow the projects to revise Section 290, 
Independence and redraft the Code of Ethics for Professional Accountants (the Code). 
The committee welcomes the International Ethics Standards Board for Accountants 
(IESBA) Strategic and Operational Plan, 2008-2009, and looks forward to assisting the 
IESBA in its planned development of implementation materials to help SMPs apply the 
Code.  

 

 

ISA Guide 

3.9 In 2008 the committee’s first implementation guide, the Guide to Using International 
Standards on Auditing in the Audits of Small- and Medium-sized Entities (the ISA 
Guide) proved to be IFAC’s second most popular publication after the IFAC Handbook 

                                                 
3  See http://www.iasb.org/Current+Projects/IASB+Projects/Small+and+Medium-
sized+Entities/Small+and+Medium-sized+Entities.htm  
4  See http://www.iasb.org/Education/Resources/Training+material.htm  
5  See http://www.ifac.org/MediaCenter/?q=node/view/537  
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as measured by downloads.6 Developed by the Canadian Institute of Chartered 
Accountants (CICA), the ISA Guide is designed to support practitioners efficiently and 
consistently apply ISAs to audits of SMEs. The ISA Guide can be downloaded free of 
charge from the IFAC online bookstore. A CD-version is available on request free of 
charge. The committee is facilitating the development, by member bodies and others, of 
derivative products to support the ISA Guide such as checklists, software and training 
materials. 

3.10 A number of reproductions and translations have either been completed or are in progress 
including Spanish, Chinese, and Polish. Meanwhile, the Institute of Chartered 
Accountants in Australia (ICAA) has adapted the ISA Guide and supplemented it with 
training sessions and a toolkit of checklists and forms.7 A number of firms are known to 
be using the ISA Guide for training purposes. 

3.11 The committee is committed to continuous improvement. Accordingly, a concerted effort 
was made to elicit feedback on its usefulness and possible improvements from users. 
Work is now underway to develop an updated ISA Guide that accommodates this 
feedback, and conforms to the newly redrafted ISAs that become effective for audits of 
financial statements starting on or after December 15, 2009. This update is provisionally 
scheduled for launch in late 2009.   

Quality Control Guide 

3.12 At its meeting in Berlin the committee will consider approving for publication a second 
implementation guide, the Guide to Quality Control for Use by Small- and Medium-Sized 
Practices (the QC Guide). The QC Guide, developed by Certified General Accountants 
(CGA)-Canada, is intended to help SMPs understand and efficiently apply International 
Standard on Quality Control (ISQC) 1, Quality Control for Firms that Perform Audits 
and Reviews of Financial Statements, and Other Assurance and Related Services, as 
redrafted under the Clarity project. The plan is to issue the QC Guide in early Spring 
2009.  

Practice Management Guide 

3.13  Work is well underway to develop the third implementation guide, the Guide to Practice 
Management for Use by Small- and Medium-sized Practices (the PM Guide). The PM 
Guide, which is being developed by Certified Practising Accountants (CPA) Australia, is 
intended to help SMPs operate proficiently and profitably as well as enhance their 
responsiveness to the needs of their clients. The plan is to publish the first edition of the 
PM Guide in late 2009 or early 2010. Consiglio Nazionale dei Dottori Commercialisti e 
degli Esperti Contabili (CNDCEC) and CGA-Canada are helping to finance its 
development.  

Information Sharing 

3.14 A small but growing selection of non-member body websites now complement the 30 or 
so member body websites that are searched by IFACnet.8 Collectively these offer a rich 

                                                 
6  See http://www.ifac.org/Store/Details.tmpl?SID=1197644225547443  
7  See http://www.charteredaccountants.com.au/A121542159  
8  See http://www.ifacnet.com/  
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selection of practice-related content. The committee continues to provide input on how to 
develop IFACnet so as to best serve SMPs.  

3.15 Meantime, the International Center for Small and Medium Practices (the Center) 
continues to expand.9 The Center provides SMPs with relevant news and resources, 
including a portal to IFACnet, web-links to useful tools and guidance, and a public 
SME/SMP Discussion Board.10 The Discussion Board is being used to debate hot topics, 
such as how SMPs and SMEs can cope with the credit crisis, elicit input to standard 
setting, and garner feedback on the usefulness of the aforementioned implementation 
guides.  

3.16 In November 2008 the SMP Committee issued an SMP eNews, bringing the total number 
of eNews issued in 2008 to four. There are presently over 7,000 subscribers.  

SMPs Supporting SMEs 

3.17 In Berlin, the committee will consider whether to approve a project proposal to develop 
an information paper on the Role of SMPs in Providing Business Support to Clients. This 
project will entail a series of interviews of SMPs looking at the value-added work they 
undertake for SMEs.  

Section 4 Critical Environmental Issues 
Competitive Pressures 

4.1 SMPs continue to be confronted with acute competition from both non-accountants, as 
well as accountants, lacking a professional qualification.  

Applicability of International Standards to SMP/SME 

4.2 Developments such as the IFRS for Private Entities, the redrafted ISAs and the revision 
and redrafting of the Code of Ethics for Professional Accountants will have an impact on 
SMPs/SMEs. While the exact direction and scale of this impact is unclear, the committee 
is concerned about the applicability of international auditing, accounting and ethics 
standards to SMEs/SMPs, in particular the burden of implementation of these standards.  

4.3 If these concerns crystallize, then possible outcomes include: the viability of SME audits 
and, ultimately, that of SMPs that undertake them being undermined, the costs of 
compiling, auditing and disseminating financial reports exceeding the benefits from using 
them, national and/or regional jurisdictions seeking unilateral solutions, and increased 
demand for alternative assurance services.  

4.4 The committee’s strategy and work plan seeks to address these issues head on and 
stresses the need for a collaborative effort involving member bodies, regional 
organizations and others. Furthermore, the committee is pursuing various ways of 
obtaining more input to standard setting from SMEs and SMPs, for example through 
SMP eNews and the SME/SMP Discussion Board.  

Section 5 International Relations and Communications 
5.1 On the day before the Berlin meeting, the committee will meet with a delegation of the 

Féderation des Experts Comptables Européens (FEE) SMP/SME Working Party, to 

                                                 
9  See http://www.ifac.org/smp  
10  See http://web.ifac.org/forum/SMP/1  
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discuss possible collaboration in the areas of alternative assurance services for SMEs, 
IFRS for Private Entities, and helping SMPs and SMEs cope with the credit crisis.  

5.2 This joint meeting will be followed by a Practitioners’ Symposium co-hosted with the 
FEE and the German member bodies Wirtschaftsprüferkammer (WPK) and the Institut 
der Wirtschaftsprüfer in Deutschland (IDW). Some 70 delegates, mainly German SMPs, 
are expected to witness a presentation by the new IAASB Chairman Arnold Schilder that 
will focus on the redrafted ISAs and other IAASB initiatives of particular relevance to 
SMPs as well as an update on the work of the SMP Committee.  

Section 6 Operations and Other Matters 
6.1 I would like to thank the members and their technical advisers as well as the committee’s 

Senior Technical Manager, for their commitment, professionalism and dedication.  

 


